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In his new Twentieth Century Fund study, The 
Economy, Liberty, and the State,? Calvin Hoover 
states his faith in capitalism’s future and pins his 
hopes for the survival of liberty upon it. But he also 
sounds a warning. “Perhaps the greatest weakness 
of modern capitalism is its lack of support among 
a large part of the intelligentsia. Their failure to 
support it renders the system vulnerable to replace- 
ment by a substitute system through parliamentary 
or revolutionary means, or to continuous expansion 
of the role of the state to the point where drastic 
change might be required in order to keep the econ- 
omy functioning ... the intellectual has come more 
and more to think of the interests of the public 
and the capitalist as fundamentally in conflict, the 
capitalist being interested in the highest price that 
he can get for goods and services out of the con- 
suming public ... Intellectuals generally do not 
accept the proposition that the alternative to cap- 
italistic organization and direction of production 
through the market is administration of the econ- 
omy by a hierarchical bureaucracy...” 

Contributors to the symposium on CAPITALISM 
AND THE INTELLECTUAL are: Dr. Swanson, 
who is Chairman of the Economics Department of 
North Carolina State College; Dr. Malanos, Head of 





1 The Economy, Liberty, and the State, ‘(New York: The Twentieth 
Century Fund, 1959). 
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the Economics Department of Georgia State Col- 
lege of Business Administration; Dr. Philbrook, 
Professor of Economics, University of North Caro- 
lina; and Dr. Gruchy, Professor of Economics, Uni- 
versity of Maryland. 


WILLIAM G. SCOTT 

Dr. Scott continues in Part II with management’s 
“dilemma” as seen by the novelists and the critics, 
and summarizes the various literary concepts of 
management’s value systems. 

Dr. Scott, formerly of the School of Business Ad- 
ministration of Georgia State College of Business 
Administration is presently an Associate Profes- 
sor of Management, DePaul University. 


TOMMY PERRY HALL 

The liberalization of the 1954 Internal Revenue 
Code in regard to depreciation practices has caused 
renewed attention to the advantages of accelerated 
depreciation. The accounting and management view- 
points are discussed along with some recommenda- 
tions in ACCELERATED DEPRECIATION: ITS 
ADVANTAGES. Mr. Hall is an Assistant Professor 
of Industrial Management at Georgia Institute of 
Technology. 


WARREN A. WALKER 

In “The Southeastern Corner” Mr. Walker dis- 
cusses the labor supply of the State of Alabama, 
following up on his last month’s article on Ala- 
bama’s manufacturing. 
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A Symposium 
9 CAPITALISM AND THE INTELLECTUAL 


“In a manner yet to be explained the intellectual trusts that a profound reconstruction or mutation of man may be won 
simply by influencing his outward behavior through the reorganization of his economic activity. . . .” 
.. . Ernst W. Swanson 


“In appraising the statement we must deal semantically with the terms intelligentsia, lack of support, and modern 





capitalism.” 


. . - George J. Malanos 


The intellectual’s opposition to capitalism “seems to me a mistaken net position on the part of relatively good men.” 


. . . Clarence E. Philbrook 


“When intellectuals criticize American capitalism, their purpose is to make the capitalistic system better and not to pro- 


ul 


vide a substitute system. .. . 


CAPITALISM, THE INTELLECTUAL, AND THE BRAVE, NEW WORLD* 


The dissatisfaction of the intellectual with “pri- 
vate enterprise capitalism” is perhaps no greater 
than would be his dissatisfaction with any other 
organization of economic activity. The intellectual is 
characteristically disposed to be dissatisfied. For 
one thing he is a member of the species “man.” For 
another he finds greater enjoyment in his dissatis- 
factions than does man in general. 

Man is constantly seeking new gratifications in 
his efforts to quiet his dissatisfactions. In his short 
history on this earth he has as a result been strongly 
driven to create numerous new societies and new 
understandings of himself. Indeed, his genius is such 
that there could be an infinite number of his crea- 
tions, however close to reality they may be. To para- 
phrase upon Riesman: Man must go on imagining 
new goals, new aspirations, even if at any time he 
cannot imagine their implication. 


Actually, man is a creature of a trinity of dis- 
satisfactions: material, spiritual, and intellectual. 
The intellectual’s revolt against contemporary so- 
ciety of the Western World has its roots in this very 
multiplicity of dissatisfactions. That they are multi- 
ple in nature has not yet fully filtered through his 
consciousness. The emphasis is usually upon a single 
side of the triangle of dissatisfactions. There is thus 
the Marxist hypothesis that the third and final stage 





*The ideas contained herein, elliptically though they may be stated, 
do, none the less have definite origins. Credit must go particularly to 
Prank H. Knight, George Herbert Mead, Gardner Murphy, Aifred North 
Whitehead, and David McCord Wright. 
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... Allan G. Gruchy 


by Ernst W. Swanson 


of man’s evolvement lies in instituting the “dictator- 
ship of the proletariat.” In a manner yet to be ex- 
plained the intellectual trusts that a profound re- 
construction or mutation of man may be won simply 
by influencing his outward behavior through the re- 
organization of his economic activity, and that all 
dissatisfactions will evaporate once this new eco- 
nomic environment is attained. Man would then be 
perfected. 

This myopia of the intellectual derives from an 
extremely romantic belief in the potentialities of 
man, a product of a crass empiricism in economic 
method and of recourse to “linearity of thinking.” 
The idea that man can achieve his potentialities by 
rational democratic action is largely rejected. 

Human nature may undoubtedly be conditioned by 
the socioeconomic environment. But it has deep- 
seated natural-physical and psycho-physiological 
origins. To give a narrow sociological interpretation 
to the origin of human nature is nothing more than 
sheer determinism. In the long record of the World, 
the history of human nature is the shortest of all 
and man’s attainment to at least a partial under- 
standing of himself is so novel that even animistic 
notions about the forces which supposedly control 
him and his development are still entertained by 
fairly respectable intellectuals. 

Having reached his recent dimensions—signifi- 
cant as they may seem to some—man has still far 
to go in achieving his full potentialities. In fact, it 
appears logical to suggest that he has only recently 
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begun to realize that within him there is an un- 
limited future. This is where Marxism has a serious 
hiatus: it looks only to the societal outside of man’s 
life and ignores, indeed disparages, the inside. On 
occasion it resorts to an explanation of man’s be- 
havior so mechanistically colored as to appear to 
have origins in the purely classical construction of 
the nature of the world at large. 

Many an intellectual has fallen into this trap be- 
cause of the fine veneer with which this conception 
of man’s nature has been cloaked. The error dates 
back to Aristotelean thought, perhaps even before 
that day to the unfortunate epoch when the far- 
reaching ideas of Heraclitus of Ephesus were pushed 
aside, to be resurrected only in recent time. Heracli- 
tus understood that man is always in the transi- 
tional state of becoming something new, partaking 
in part from yesteryear, from today, and from to- 
morrow; but his ideas did not prevail. What is not 
fully understood, even today, is that man is con- 
stantly searching for new spiritual and intellectual, 
as well as material, gratifications. If there is any- 
thing constant in human nature it is in this seeking.? 

In contemporary society man has been much 
more successful in gratifying the material rather 
than either the spiritual or intellectual. Some intel- 
lectuals recognize this incompleteness but they per- 
sist in finding the fault for it in the existing eco- 
nomic organization which at the one and the same 
time is the most and the least understood. Indeed, 
the success in providing for material wants may 
have been too phenomenal, for many see in this 
stroke of good fortune the answer to all the prob- 
lems at the same time they blame it for them. 

In this eschewing of the study of man from the 
inside, as it were, as well as from the outside, many 
an intellectual does so because he finds little of his 
time-honored mechanistic model of the world in such 
contemplation. But more significantly, he is much 
too compartmentalized in this thinking to be able to 
contemplate the whole of knowledge and how ideas 
generate the whole. He particularly by-passes in- 
dividuality in looking towards change and he cannot 
appreciate that, while knowledge has a social herit- 
age, new ideas are created by the individual, even 
though the individual may be functioning as a part 
of a group. It seems only natural therefore that he 
consider man’s potentialities as lying in wholly out- 
side-induced change, a matter of adoption purely, 
rather than of the best use of human capability in all 
of its aspects. 

He resists the thought that there are subterranean 
forces within man that are pushing him on to a full 
understanding of himself, of his relationship to his 
fellowmen, to the world outside, and above all, to the 





1 Compare Gardner Murphy, Human Potentialities, (New York: Basic 
Books, Inc., 1958), pp. 18, 191-192; Ernst W. Swanson, “The Economic 
Stagnation Thesis, Once More, The Southern Economic Journal, January 
1956, pp. 293-295. 
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great world within; and so to find new gratifica- 
tions. Through this new understanding of himself 
there will arise a new human nature, still far be- 
yond present capacity to delineate, let alone fully 
comprehend. Gardner Murphy appropriately writes: 
Man’s possibilities are so great that all that need 
be said is that there is always more of him to be 
discovered. 


In his seeking, man should in time gain a com- 
prehension of society such as no previous epoch has 
enjoyed. Then, the organization of economic activity 
will take on new features never before realized. But 
there is no third and final stage to man’s develop- 
ment; nor is there a third and final stage to the 
development of society! 

The rational economism which fundamentally 
characterizes “private enterprise capitalism” could 
help set the background for guidance of man to the 
new human nature that he seeks. Instead, he departs 
from its rationality and sanctions the rise of domi- 
nant economic groups and of group practices in 
economic decision-making. The conflicts in contem- 
porary society reflect largely a striving by increas- 
ingly powerful minorities to use the economic organ- 
ization of “private enterprise capitalism” with its 
rather loose market structure to their advantage. 
These groups are driven to these measures by their 
impulses to find goals which rational consideration 
would and could not sanction. 

This rupture of rational economism in a number 
of areas has in turn thrust upon man such com- 
plexities of living and of making a living that he 
has doubled his efforts to escape the responsibility 
of shaping an economic organization that is both 
personal and individual in contour. He prefers to 
form an organization which would make most of 
his decisions for him. In truth, man today is seeking 
to escape from himself by submerging himself in 
action with others and, largely, because he still has 
to learn to understand himself. Although for a 
century or so it has appeared that he is moving 
towards making ‘is own decisions, he as yet does 
not trust himself fully to make rational decisions. 

Actually, he wants to escape from rationality in 
trying to escape from himself. He does not realize 
that collective action is political action, essentially 
the opposite of the rational action of rational econ- 
omism. Conceivably, he would in this frame of mind 
shove aside any other organization of economic ac- 
tivity which would be characterized by rational 
action. For he does not stop to reflect that the com- 
plexities he has created can only be amplified by 
his drift away from rationalism. 

The impact of the complexities is also compound- 
ed by the flood of new knowledge about man and his 
setting. Still highly scientifically couched, it remains 
for the time being beyond his ken and he is slow 
in his assimulation of it. Such backwardness tends 


ATLANTA ECONOMIC REVIEW 














to assume pathological dimensions as rational econ- 
omism of “private enterprise capitalism” becomes 
the sole target of the blame for the complexities. 

This search for a scapegoat is more than anything 
else symptomatic of man’s inability to come to grips 
with the new, the emergent in both ideas and con- 
cept. He clings preferably to an outmoded set of 
assumptions about the role of the individual in the 
creation of the new. He is in the strong grip of a 
philosophy that holds that both ideas and knowledge 
have strictly social origins. He essentially denies 
that ideas are fundamentally individual in origin, 
for how otherwise can he rationalize his seeking to 
escape himself? Therefore such confusion results 
that he is only partially able to integrate the new 
into his existing knowledge and then with great 
perplexity. 

Forced to this strait by his uncertainty in himself 
and his consequent trust in large numbers, he turns 
to organization for help, blinded to the fact that 
organization of knowledge is not to be identified 
with organization of economic activity. A significant 
epistemological fundamental eludes him: Before he 
can attain true greatness, his exclusive concern with 
a single component of knowledge must be submerged 
before a far deeper concern with the creating of 
scientific law designed to organize understandingly 
the totality of experience and knowledge, the politi- 
cal, the scientific-technical, the ethical, and the 
economic. 

If we pause to think, we soon find that we are 
not against “private enterprise capitalism” in its 
basic sense. We are really and rightfully distressed 
by the abuses of it. And any social organization can 


THE SEMANTICS OF THE PROPOSITION 


Professor Calvin Hoover has recently come to the 
startling conclusion that “Perhaps the greatest 
weakness of modern capitalism is its lack of sup- 
port among a large part of the intelligentsia.” 

This statement merits close examination because 
when a socioeconomic system loses the support of 
its intellectuals, who ultimately provide leadership 
in most facets of life, that system withers and de- 
cays. Are we then at the threshold of such momen- 
tous changes in America? 

My remarks will be limited to an appraisal of Pro- 
fessor Hoover’s thesis in so far as it is applicable to 
American reality. The broader issue of the attitude 


February 1960 


be abused when man’s understanding of it and the 
knowledge contemporary to it is limited. “Private 
enterprise capitalism” has in it tremendous organi- 
zational properties. Its productive capabilities are 
without peer. The borrowing by the Soviets of its 
methods of production, its incentive structure and, 
paradoxically, the propensity to innovate attests to 
this fact. In this setting—the Marxists and some in- 
tellectuals not withstanding — private property, 
whence comes the term “private,” has lost much of 
its former (nineteenth century) meaning. What 
survives as formative and useful is largely an in- 
centive structure now widely copied. 

There is also the growing recognition that this 
structure has welded the technical knowledge of 
man to his propensity to administer large enter- 
prises. Indeed, a science of management is now 
rapidly superseding the largely intuitive manage- 
ment of the old owner-manager. This science has 
wide application too. In this setting the significance 
formerly attached to private property is bound to 
disappear. 

To the intellectual the word is: be patient! At 
the same time that he is reconstructing “private en- 
terprise capitalism,” man is going beyond the old 
limited understanding of his potentialities, to reach 
out to integrate narrowly defined technical aspects 
of his world with the many other elements of his 
even greater understanding. The new science of 
man and the world around him that is now develop- 
ing holds no kinship to the scienticism of the 
nineteenth century. It is a bursting forth of wholly 
new ideas about man and society. The essence of 
the Brave, New World is creativity first, organiza- 
tion second! 


by George J. Malanos 


of intellectuals toward capitalism internationally 
transcends the narrow confines of a short com- 
mentary. His generalization concerns the attitude 
of a specific group of individuals “the intelligentsia” 
toward our socioeconomic system, which we may de- 
scribe as “modern capitalism.” It also implies a 
normative element of disapproval over the alleged 
lack of support by intellectuals of our capitalist in- 
stitutions. 

In appraising the statement we must deal seman- 
tically with the terms intelligentsia, lack of support, 
and modern capitalism. An exceedingly narrow in- 
terpretation of the term intellectual would include 
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in that category only novelists, poets, short story 
writers, and playwrights, the literary set. A some- 
what broader interpretation would encompass 
artists, newspaper writers, university professors, 
and the upper echelons of church and civil adminis- 
tration. Actually the term in its broadest meaning 
would include all those who earn their living by their 
intellect and who are vitally concerned with art, 
literature, the humanities, and science. In addition 
to the previously mentioned groups this widest 
definition might also include a great number of 
individuals in such professions as teaching, law, 
and medicine as well as a sizeable segment of busi- 
ness executives, who in recent years both by aca- 
demic training and social activities differ little 
from the non-business intellectual elite. By modern 
capitalism we shall encompass the socioeconomic in- 
stitutions as they have developed in mid-twentieth 
century America. 

The question may for our purposes be restated as 
the following: do American intellectuals lend sup- 
port to the social complex of their contemporary 
society which is refered to as modern capitalism? 

If one chooses to restrict the concept of an in- 
tellectual to the literary set, novelists, playwrights, 
etc., then Professor Hoover’s indictment may find 
some factual support. For instance, John Chamber- 
lain in a painstaking study published in Fortune! 
found that some American novelists in the 1884- 
1948 period have treated the businessman, the arche- 
type of capitalism, as a villian, from which one could 
infer an anti-capitalistic bias. This view, however, 
has not remained uncontested? and the conclusion 
to a great extent depends upon the choice of novels 
and novelists.* The thesis of the villainification of 
the capitalist can only be proven if one limits him- 
self to those writers and novels that portray him in 
such an unfavorable light. There are many other 
writers, however, who give the business leader a 
most sympathetic treatment, and there are still 
others who portray him as a hero.‘ Novelists look 
for dramatic interest and insights into human mo- 
tivation and behavior. In so doing their myriad 
characters include heroes and villains from all walks 
of life, without the intent usually being to make the 
occupational choice lend more than similitude to the 
dramatic portrayal rather than an indictment of a 
system or of the occupation shown in a particular 
work. Furthermore an unfavorable treatment of a 
businessman does not necessarily imply a criticism 
of the capitalist system. When one proceeds to iso- 
late American novelists who are typically and open- 





1 John Chamberlain, “The Businessman in Fiction,"’ Fortune, No- 
‘wember, 1948. 

2 Kenneth S. Lynn, “Authors In Search of the Businessman,” Harvard 
‘Business Review, September-October, 1956. 

3 Howard R. Smith, ‘American Businessmen in the American Novel,” 
Southern Economic Journal, January, 1959. 

4 William G. Scott, “The Novelists View Management,” The Atianta 
Economic Review, October, 1958, 


4 


ly socialistic, the list becomes very short. Few names 
can be mentioned, and even then with hesitation; 
Theodore Dreiser, Jack London, Upton Sinclair, 
Sherwood Anderson, John Dos Passos, James T. 
Farrell and perhaps a few others—a very small, ex- 
ceedingly small minority, certainly not the norm 
of the class. To isolate few names and arrive at the 
conclusion that the literary set in America is anti- 
capitalistic is unwarranted. 

When one proceeds to apply the broader meaning 
to the term, the contention that American intel- 
lectuals fail to support modern capitalism is prac- 
tically untenable. Lack of support manifests itself 
in criticism and opposition. In countries where such 
is the case there are strong socialist (or fascist) 
movements in the universities, scores of radical 
newspapers, militant socialist labor unions, socialist 
(or fascist) political parties, led incidentally by in- 
tellectuals, and an abundant crop of anti-capitalistic 
intellectual output, novels, plays, political, socio- 
logical, philosophical, and economic writings. 

It is common knowledge that this is not the case 
in mid-twentieth century America. The two political 
parties strongly support modern capitalism; social- 
ist academicians are the rarest of species; and the 
labor movement is devoid of socialist ideology, being 
preoccupied with business unionist goals; i.e., high- 
er wages, shorter hours, and fringe benefits. The 
means of mass communication, press, radio, and 
television, are also strong supporters of contem- 
porary American social institutions and anti- 
capitalist intellectual output has gradually dwindled 
to nothingness. There is a complete lack of evidence 
that American intellectuals oppose or fail to sup- 
port in a great number their contemporary socio- 
economic system. To press the matter any further 
seems totally unnecessary. 


Professor Hoover’s conclusion must therefore rest 
on some other definition of modern capitalism. 
What Professor Hoover may have in mind is the 
fact that a large segment of the intellegentsia no 
longer supports the ideology of the late nineteenth 
century capitalism. 

The late Professor Schumpeter once remarked 
that “this epoch witnessed a complete reversal of the 
public towards capitalism and of almost all the 
tendencies of the liberal epoch.’”> The nineteenth 
century capitalist intellectual would have expected 
and supported among others: universal free trade, 
international operation of the gold standard, reduc- 
tion of armaments, reduction of tax burdens and of 
state interference in economic affairs, and above 
everything the reinstatement of free competitive 
conditions. Such was not the course of events. In the 





5 Joseph Schumpeter, “Capitalism,” Encyclopedia Brittanica. 
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process of time, free competition became monopo- 
listie or oligopolistic competiton; the gold standard 
was abandoned; managed currencies became the 
rule rather than the exception, and government in- 
tervention increasingly permeated every phase of 
social life. Part passu living standards increased and 
in spite of severe periodic crises, mass production 
and consumption made great strides. Especially in 
the United States the pace of economic progress 
has been momentous. 

In the midst of all these developments, the Ameri- 
can intellectual in mid-century looks at the future 
with confidence. Lacking socialist tradition he gives 


IDEALISM UNDISCIPLINED 


The intelligentsia do, I think, oppose “‘capitalism” 
—better called free enterprise. This group are re- 
markable for disastrously flouting, where social- 
economic arrangements are under consideration, the 
ageless truth of the age-old myth that warns us to 
pay adequate heed, when we select those ideals for 
which we demand realization, to the means avail- 
able. Thus a twentieth-century Icarus is urged to 
soar higher, ever higher, toward the blazing chariot 
of Apollo; and any anxious Daedalus, crying woe to 
the waxen wings and woe to his soon-lost son, will 
at best be supposed ill-informed of the wings or un- 
feeling toward aspiration to bliss. 

Why do the intellectuals take an attitude which 
to me seems so wrong? Space precludes anything 
more than the most partial treatment of this ques- 
tion, together with the merest hints of not-very- 
promising lines of cure. I shall put aside the tinges 
of human knavery which operates on both sides 
of any conflict over social-economic organization. 
The reasons then are, as hinted above, a mixture of 
(1) idealism and (2) notions about cause-and-effect 
in the realm of prices in general and, in particular, 
the determination of the distribution of income and 
the level of employment. It is a failure to clarify 
each of these two sets of ideas, and to integrate 
them into a reasonably consistent pattern of 
thought, that accounts for what seems to me a 
mistaken net position on the part of relatively 
good men. 

The nature of the heights of idealism toward 
which the intelligentsia urge their Icarus is not 
without complexities. Markedly diverse ideals have 
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his overwhelming support to the institutions under 
which he lives, to modern capitalism. He is aware 
of imperfection and of the existence of social prob- 
lems, but he firmly believes that these can be 
resolved within the framework of the existing 
society. He has also come to accept State interfer- 
ence in the economic sector as an essential element 
in the functioning of the system. Finally, he copes 
pragmatically with the problems as they emerge 
rather than dogmatically relying upon any ideology 
and the solutions are often those of a compromise 
of a dynamically changing equilibrium of social 
forces within a pluralist society. 


by Clarence E. Philbrook 


led men to encourage the same direction of move- 
ment—toward government control of economic life. 
Thus there exists an element of religious pressure 
together with one of a nonreligious or anti-religious 
sort. 

I would hazard that unreligious intellectuals are 
more likely to be collectivists than are the religious 
ones. It is difficult to find, as a basis upon which a 
man may cheerfully accept a position less fortunate 
in a material sense than that of others, any that 
does not involve salvation in some sense. And a 
capitalistic system (actually, of course, any peace- 
ful society) requires just such self-abnegation. A 
basis short of religion may conceivably be found; 
but it appears to be for the extremely few, not the 
many. With the decline of belief in salvation as 
traditionally viewed by the simple Christian—that 
is, as an excellent bargain in which the “here” is 
exchanged for the “‘hereafter”’—a great blow was 
struck against the likelihood of acceptance of a lowly 
role where votes and violence might improve it. 
Closely allied to this, but more sophisticated, is the 
belief that God’s ordering of the universe must ex- 
tend somehow (not necessarily understood) to the 
economic order. The intelligentsia probably have 
not been wholly untouched by the decline of the 
simple faith, and are much influenced by lack of 
the more sophisticated one. Certainly they have, it 
seems to me, contributed to the conviction that few 
if any values weigh much in the balance against 
material enjoyment, although some other values 
may be pleasant as extras. Thus, for example, the 
ideal of economic freedom as an aspect of freedom 
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in general appears insufficiently popular to form 
the basis for acceptance of a system. 

A paragraph ought to be printed in red letters 
about one phenomenon of the loss of faith. It is 
common to find intellectuals denying, not only a 
religious basis for ethics, but any basis at all—so 
that any statement, for example, that honesty is a 
valid ethical value, is literally without meaning, to 
say nothing of validity, and must be viewed merely 
as an “emotive noise.” It is mysterious that anyone 
can suppose men could believe this of themselves, 
or act as if they did even if they believed it. It is un- 
amazing that many intellectuals are on occasion, so 
to speak, hoist on their own phallic symbols—taking 
positions which mean that the word “ought” means 
nothing, while at crucial moments arguing that we 


“oucht” to have, for example, collective bargaining. ; 


The religious element making for collectivism is 
familiar in the “Christian socialist” movement of 
the nineteenth century, which has had far-reaching 
effects. As often expounded, this element grows out 
of the belief that the very notion of competing with 
one’s fellow man is repugnant to the Christian Law 
of Love. Much of the reform preaching of ministers 
appears to be based upon this belief (and power- 
fully bolstered by woeful ignorance of the cause- 
and-effect relations in an economically competitive 
society). 

It is a social (and I should think a religious) 
tragedy that men of religion are not more actively 
exposed to thought of that style which was so clear 
to Thomas Aquinas: the principle of double effect— 
that man may morally (in a spirit of love) will an 
act which is in itself bad, if that act be necessary 
to achieve a greater good or avoid a greater evil. 
For men influenced by the Christian socialist move- 
ment, although saying man is morally responsible 
for his neighbor, are in unintended alliance with a 
group who say man is not morally responsible for 
anything at all. Of rather special importance among 
the latter are those who suppose man to be, in all he 


does, a mere product of “Freudian” drives and the . 


accidents of environment. I am aware that many 
psychiatrists explicitly deny any rejection of moral 
responsibility. I am not prepared to settle a conflict 
as to what is the Freudian ethic. But LaPiere’s 
thesis,! that it is a subversion of American charac- 
ter, appears to merit the closest consideration. 


If faith in the religious or traditional foundation 
for acceptance of free enterprise has become in- 
adequate, it is uncertain whether a secularly rea- 
soned basis—however potentially strong it may be— 
can be worked through by enough men to give it 
currency. Similarly, it should not be supposed that 





1 Richard LaPiere, The Freudian Ethic (New York: Duel, Sloan and 
Pearch, 19-9). 











the prevalent rejections of free enterprise by in- 
tellectuals results from their having, by and large, 
thought carefully through the cause-and-effect re- 
lations of such a system, viewed as a device for 
realizing social ideals, and found it wanting. It 
must be said baldly that very few indeed have any 
sigr “icant grasp at all of the cause-and-effect re- 
lati « On the whole they do not know the argu- 
ment tor free enterprise, even the reasons for sup- 
posing any approximately systematic relations to 
exist under it, or indeed the very meaning of the 
notion of an economic order as a system of signals 
and incentives bearing upon the accomplishment of 
specific actions. (Businessmen are, it seems to me, 
only a little better, often letting their urges to 
deceney—perhaps sometimes rather their sense of 
protitapie ‘public relations—lead them to take at- 
titudes not only contrary to their own interests, but 
simultaneously contrary to the interests of society.) 
It is surely worthwhile to underscore separately a 
point at which the ignorance of the notion of sys- 
tematic price relations becomes overwhelmingly 
crucial: the prevalent American view (including 
the man-in-the-street and intellectuals) of market 
determination of wage rates (that is, what they 
would be in the absence of labor unions) is simply 
the Marxian view—the employer could pay workers 
what he pleased and, of course, normally would 
keer them near starvation. 


Desperately little space remains for comment 
upon why we are in this predicament. Anyway, I 
could not pretend to account for it fully; and I 
shall offer only one line of thought which seems 
to deserve consideration. 

It might be supposed that, in a society constantly 
reappraising its economic arrangements, every stu- 
dent in a college or university would take a course 
im economics; but such is not the case — to say 
nothing of a “good dose” of economics. Of those 
wha do take such courses, very few emerge with 


“even a madicum of the mastery of cause-and-effect 


reasernsings which the instructor hopes they will have 
- or even emerge with a disposition to try to reason. 
‘ Mheséresults are, at least laterally, no doubt related 
to thé general disrespect for mental effort which has 
been engendered by the “life-adjustment” approach 
to education and by athlete-worship in universities.) 


But standard courses in economics, while they 
probably would help, would not meet the need, for 
they tend not to deal with the right things, at least 
in sufficient depth. A major reason is the reign of 
positive science. The problem is especially subtle, 
since one, of course, cannot mean to deplore the 
aspiration of professors of economics to be care- 
fully scientific. But it should not be brushed aside; 
for the prestige of science is such that the search 
for cause-and-effect relations, or for correlations, 
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between phenomena bids fair to become the only 
respectable activity in departments of economics, 
while the effort to find grounds — necessarily in- 
volving moral considerations—on which a net choice 
between social-economic systems may be made is 
often dismissed as “mere philosophy.” There is 
scarcely a place in the university for intellectuals in 
their formative years to face this crucial problem 
squarely with the aid of competence in respect to 
the technical, cause-and-effect contributions of 
economics as a positive science. Thus economics is 
tending to leave students (that is, the best ones) 
with a bag of surgical instruments with which to 
operate upon the body economic, but without rigor- 
ous training for judgment as to what should be 
regarded as a pathological condition as opposed to a 
state of such health as may be expected in view of 
the unheavenly limitations which the universe 


INTELLECTUALS: CONSTRUCTIVE CRITICS OF CAPITALISM 


The assertion that one of the greatest weaknesses 
of American capitalism is its lack of support among 
a large part of the nations intelligentsia is not, in 
my opinion, a correct evaluation of the situation. It 
is clear that this contention overlooks one of the 
basic functions of the intelligentsia in our society, 
which is to criticize constructively our various eco- 
nomic, social, and political institutions with the aim 
of improving these institutions as circumstances 
require. One must expect the nation’s intellectuals 
to look critically, but in a constructive fashion, at 
our capitalistic system and all other aspects of our 
culture with the aim of improving this culture as 
it changes under the impact of worldwide develop- 
ments. 

When intellectuals criticize American capitalism 
their purpose is to make the capitalistic system bet- 
ter and not to provide a substitute system such as 
socialism or communism. It is the position of intel- 
lectuals such as John K. Galbraith, the author of 
the widely-read The Affluent Society and Leon H. 
Keyserling, a former chairman of the Council of 
Economic Advisers, that our capitalistic system is 
frequently in need of reconstruction at various 
points. They assert that the uncontrolled capitalism 
inherited from the nineteenth century is no longer 
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places upon us. 

In short, in so far as more widespread teaching 
of economics can help correct the view of the in- 
telligentsia at all, it appears to me that it cannot 
do so unless departments of economics actively 
aspire to keep one foot planted in the humanities. 
Setting up departments — perhaps under the old 
name of Political Economy — might suggest itself. 
Further fragmentation of the over-fragmented uni- 
versity is unattractive, would involve some losses, 
and should be unnecessary. Yet universities should, 
it seems to me, devote themselves more seriously to 
confronting students simultaneously with the con- 
sideration of boundless ideals and awareness of 
limited means, to the end that the intelligentsia may 
in future adopt their rejection or acceptance of free 


enterprise intelligently. 


by Allan G. Gruchy 


adequate for the complicated world of the current 
century. It has been the aim of the nation’s intelli- 
gentsia in the past half century to point out the 
areas in which the capitalist system has stood in 
need of change and reconstruction. As a consequence 
of these criticisms coming from the intelligentsia, 
there has been created in recent decades what may 
be described as controlled or welfare capitalism, a 
type of capitalism which seeks to serve the best in- 
terests of business, agriculture, labor, and con- 
sumers. 

It is not correct to say that intellectuals generally 
feel that the interests of the public and of business- 
men are in fundamental conflict. They do feel, and 
properly so, that the interests of these two groups 
are sometimes incompatible. If a business enterprise 
pollutes a river, as recently happened in Virginia, 
or attempts to secure a government contract through 
bribery of one kind or another, as has happened in 
government circles in recent years, the public very 
properly frowns upon these business activities. But 
this does not apply to the majority of business ac- 
tivities which are carried on in accordance with a 
publicly-approved code of business ethics. Most in- 
tellectuals believe that it is possible to have an ef- 
fective collaboration between the government and 
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private business. This is the view of those who ad- 
here to the American Doctrine of Mutual Adjust- 
ment which was so well enunciated by the Council 
of Economic Advisers in its annual report of 1947. 
According to this doctrine there are certain areas 
of the economy where private business can operate 
best, while in other fields government enterprise is 
more effective. For the most efficient operation of 
the economy these two areas need to be coordinated 
through business-government collaboration to see to 
it that the economy is made to function at high and 
satisfactory levels of production and employment. 

Some individuals appear to have an unwarranted 
fear that, under the urging of intellectuals, the gov- 
ernment will move too far in intervening in the 
nation’s economic affairs. One must not confuse 
the need for more state action and the danger of 
too much such action. Although it is possible to car- 
ry government intervention to the point where the 
economic system could no longer be described as free 
enterprise capitalism, as is true today in Spain, 
Portugal and other fascist countries, there is also 
the danger that there may not be enough government 
directing of the economy to maintain the capitalist 
system in competition with other types of economic 
systems throughout the world. 

In the current era of hot and cold wars and com- 
petitive coexistence it is necessary for the gov- 
ernment to provide the leadership that will enable 
the nation to compete internationally. The United 
States must be sure that it is in a strong position 
both at home and abroad. This means that we should 
have adequate schools, roads, housing, research in- 
stitutes, hospitals, and the like. And abroad we must 
cultivate and maintain a whole network of interna- 
tional arrangements that will unite the democratic 
world. These domestic and international goals re- 
quire not less but more government action, but 
without detriment of course to private enterprise, 
which stands to benefit from the demands for goods 
and services that would flow from governments at 
all levels. 

The critics of American capitalism go on to ex- 
plain that every effort should be made to maintain 
and foster the private sector of the nation’s econ- 
omy. In a country with strong democratic traditions, 


such as ours with its deep devotion to consumer and 
occupational freedoms, there is no reason to fear 
that the State will expand its activities until the 
capitalistic system undergoes drastic change. 
Change there will be, but it will be evolutionary, 
and in accordance with the democratic ideology of 
the American people. 

There are a number of major economic problems 
that still beset our capitalist system. Prominent 
among these are the inflation problem, the farm 
problem, and the problems of recession and retarded 
economic growth. If we are to cope with these 
serious economic problems successfully, it appears 
that some of the institutions of our capitalist sys- 
tem will have to be altered, and some new institu- 
tional arrangements will have to be introduced. It 
is to the intellectuals among business, labor, agri- 
cultural, and scientific leaders who are prepared to 
evaluate our economic system constructively that 
we will have to turn, if we are to get some con- 
structive suggestions as to how our capitalist sys- 
tem may be altered so that we may handle these 
problems successfully. This was made quite clear 
recently in the case of the nation-wide steel strike. 
In this situation free collective bargaining no longer 
worked effectively. It appears that what is now 
called for is a substantial change in the institutional 
arrangements in the area of industrial relations 
where big business and large unions are involved. 
Economists, as a part of the nation’s intelligentsia, 
have an important role to play in providing work- 
able suggestions as to how to meet this crucial 
problem. 

A valid interpretation of the role of the intellec- 
tual and of his position with regard to American 
capitalism leads one to the conclusion that Ameri- 
can capitalism is heavily indebted to its constructive 
critics among the nation’s intellectuals. It is these 
critics who have indicated over the decades how 


our capitalistic system might be improved. If their 
suggestions had not been followed on occasion, and 
if we had not succeeded in establishing a form of 
welfare capitalism, American capitalism would to- 
day not be the bulwark of the free democratic 
world that it is. 
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INTENSIFIED WORLD COMPETITION* 


by 
V Lewis Bassie 


(Director, Bureau of Economic and Business Research, College of Commerce, University of Illinois) 


Concern over our foreign economic position has 
called forth efforts to bolster exports. A “Buy 
Amcrican”’ proposal is being bandied about in Wash- 
ington, to compel recipients of aid funds to spend 
them in this country. Where this cannot help, we are 
reduced to pleading that other countries take over 
part of the foreign aid burden or take more of our 
goods by reducing trade barriers. 

Our balance of international payments has turned 
distinctly adverse during the past year, continuing 
a downward trend that dates from the Suez bulge 
of early 1957. Exports of goods and services ex- 
cluding military transfers have dropped back to the 
pre-Suez level of early 1956. Imports have risen to a 
new high rate, exceeding exports by a small margin 
in the second quarter. Since the latter part of 1958, 
foreigners have been accumulating gold and dollars 
at an annual rate of almost $4 billion, exclusive of 
our $1.4 billion capital contribution to the Interna- 
tional Monetary Fund. As the counterpart of this, 
exports of other industrial countries have been 
booming, and the improvement in their balances 
has made possible further easing of trade and ex- 
change restrictions. 


Shifting in Competitive Conditions 


To some extent these developments reflect transi- 
tory factors tied to short-term cyclical or pre-strike 
conditions, but their more important aspects derive 
from the basic shifts in economic conditions that 
have occurred since the end of the war. In the days 
of the “dollar gap,” when this country was the only 
one capable of high-level production, it did not make 
much difference where the exchange rates were set. 
Everyone wanted our goods—and the dollars to buy 
them—and making them expensive was one way to 
restrict demand. Now our goods remain expensive 
but other countries have rebuilt and expanded their 
economies, and the relative price advantage they 





*Reprinted from Ilinois Business Review November, 1959, published by 
Bureau of Economic and Business Rescarch, College of Commerce, Univer- 
sity of Dlinois. 
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enjoy will increasingly channel trade away from 
us. 

This is an almost classic example of being priced 
out of world markets. It was known when the ex- 
change rates were set that costs are lower in other 
countries. Some of the differences applied only to 
commodities that did not enter world markets, so 
that our trade was not immediately affected. Over 
the longer term it has been possible for other na- 
tions to transfer low-cost resources, particularly 
labor, into producing new products, improving qual- 
ity and thus increasing their exports; and in many 
cases, the adoption of new, highly efficient tech- 
niques has strengthened their ability to compete. 

With rehabilitation relatively complete, Europe 
and Japan have become competitive enough to take 
over markets in third countries and even to invade 
our domestic market for products in which we were 
dominant. When our manufacturers sought steel 
supplies abroad as strike protection, they found it 
not only available, but also cheaper. Earlier, the up- 
surge in auto imports and the low bids of foreign 
producers on contracts for heavy electrical equip- 
ment had gained attention. Optical goods, petroleum, 
textiles, and some chemicals provide other examples 
of competition we cannot readily meet. We are still 
competitive in many products but the list is nar- 
rowing. 

In the older theory of international trade under 
fixed exchange rates, the loss of export markets 
and the gold outflow would bring about an adjust- 
ment by forcing deflation in the high-priced coun- 
try. However, we have no means of reducing 
domestic prices; they ordinarily fall only in depres- 
sions. Furthermore, if they are high in terms of 
other currencies, it is largely due to the accidents 
of setting exchange rates in special postwar circum- 
stances. Just this year France gained an additional 
advantage by devaluation. Hence, deflation here can- 
not be considered an acceptable solution. It would 
benefit neither us nor our competitors, and there is 
no reason we should accept a policy they would un- 


hesitatingly reject. 
Tl 





Proposed Solutions 

What is likely to result from this situation if no 
other solution can be found is a new drive for pro- 
tectionism. Such a development would have serious 
repercussions throughout the Western world. Pros- 
perity in most countries embodies large elements 
of cyclical instability, and any reversal of the post- 
war trend toward trade expansion might turn the 
investment cycle down. 

Proposed solutions either provide inadequate re- 
lief or impose other disadvantages. After the recent 
British reduction of trade or exchange restrictions, 
there is not much more to be gained from such 
measures. The “Buy American” proposal is super- 
ficial; it would have little effect if countries re- 
ceiving aid made offsetting shifts in the use of other 
funds at their disposal. 

Cutting the aid program offers no simple solu- 
tion. There can be little question about the con- 
tinuing needs of underdeveloped countries, and 
political considerations have to be taken into ac- 
count. As an alternative, part of the aid program 
might be turned over to other industrial countries. 
In either case, part of the reduction in our payments 


would be reflected in our exports, and recipient 
countries would be likely to divert some subsequent 
buying also. Our competitive disadvantage would be 
aggravated as repeat and replacement business 
shifted. 


Last year, widely circulated rumors held that we 
were going to devalue the dollar by raising the price 
of gold. But changing the price of gold would ac- 
complish nothing if other countries did the same. 
What is needed to change relative prices is a change 
in exchange rates. Any such adjustment would have 
to be negotiated, and the complexities of negotia- 
tion are inestimable. 

Fortunately, this is not a matter of immediate 
urgency. If the problem is basic enough to require 
action, however, it would be desirable to make a 
start in a period of prosperity. After a general let- 
down, any proposed devaluation would represent a 
“beggar-thy-neighbor policy” and call forth reac- 
tions like those of the 1930’s. As a prelude, a de- 
tailed, up-to-date analysis of relative prices might 
be undertaken to provide a reasonable basis for 
determining positions when the time comes. 


Many of the problems discussed in this article will be explored in a symposium entitled “The American 


Balance of Payments Dilemma” which will appear in next month’s Atlanta Economic Review. 





Next month, instead of the usual features Atlanta Business Activity and Eco- 
nomic Indicators, the Atlanta Economic Review will present a comprehensive sum- 
mary of Atlanta business activity in the year 1959. 
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ACCELERATED DEPRECIATION: 


Its Advantages 


by 
Tommy Perry Hall 


INTRODUCTION 


Accounting for fixed assets has always occupied 
&@ prominent place in accounting writings. In recent 
years, however, changing price levels have focused 
even greater attention on asset accounting. Thus 
depreciation principles and methods have been sub- 
jected to intensive scrutiny not only by accountants 

but also by businessmen and economists. 

@ There is general agreement among the interested 
parties that the accounts must somehow ref? ct an 
allowance for the loss in value of fixed assets ac- 
cruing from such causes as wear and tear, obsoles- 
cence ,and inadequacy. A very prominent account- 
ant, H. R. Hatfield, once aptly stated that “all ma- 
chinery is on an irresistible march to the junk 
heap.” Thus the cost of these assets must somehow 
be absorbed into the accounts through time. The 
greater areas of controversy in regard to deprecia- 
tion today lie either in the method of depreciation 
to be followed or in the replacement cost, price-level 
dispute. For years the so-called straight-line meth- 
ods were more or less followed blindly. Now a choice 


is available between these methods and the newer . 


accelerated methods. 

It is not within the province of this articie to 
enter into the replacement cost, price-level dispute. 
Certainly there is merit in the argument that the 
depreciation methods available today do not provide 
adequately for maintenance or origina] investment. 
At the time of this writing there has been no more 
than reluctant acquiesance on the part of many ac- 
countants in regard to the inadequacy of present 
depreciation methods from a capital maintenance 
and replacement point of view. Rather it is the pur- 

pose of this article to explore the advantages of 
S$ accelerated depreciation as an alternative among the 
accepted methods now in use. 
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THE PHILOSOPHY BEHIND ACCELERATED 
DEPRECIATION 


Before attempting to discuss the philosophy be- 
hind accelerated depreciation per se, a definition is 
needed for depreciation as contemplated and accept- 
ed by accountants. The Committee on Terminology 
of the American Institute of Certified Public Ac- 
countants defines depreciation accounting as fol- 
lows: 

Depreciation accounting is a system of accounting 
which aims to distribute the cost or other basic value of 
tangible capital assets, less salvage (if any), over the 
estimated useful life of the unit (which may be a group 


of assets) in a systematic and rational manner. It is a 
process of allocation not of valuation. 


Depreciation for the year is the portion of the total 
charge under such a system that is allocated to the year. 
Although the allocation may properly take into account 
occurrences during the year, it is not intended to be a 
measurement of the effect of all such occurrences. 

As indicated above, depreciation in the accounting 
sense is relatively rigid. It is concerned with alloca- 
tion of original cost and not with loss in usefulness, 
decline in market value, or replacement decisions. 
The decline in value and usefulness is considered, at 
least superficially, when the useful life of fixed 
assets is determined. Thus these factors as well as 
obsolescence must be considered in determining the 
period over which this allocation process should 
take place. 

The above discussion as to the way accountants 
look at depreciation opens many fruitful avenues 
of inquiry. For instance, if accounting is deemed to 
be a tool of management, then accountants should 
constantly strive to better this tool. Considerable 





1 American Institute of Certified Public Accountants, Accounting 
Terminology Bulletin No. 1, “Review and Resume” (New York: American 
Institute of Certified Public Accountants, 1953), p. 25. 
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room for doubt exists in the usefulness of deprecia- 
tion accounting for management decision-making 
purposes. Virtually all business decisions appertain- 
ing to the conservation of capital are based on the 
decline in the value of assets. Typical examples of 
these decisions are as follows: 

1. Determination and distribution of profits 

2. Determination of income tax liability 

3. Comparison of the relative economy of alterna- 

tives 
4. Establishment of prices for products and serv- 
ices 
5. Valuation for various purposes, such as pur- 
chase, sale, consolidation, insurance, or re- 
turns.? 

Serious doubts can be placed on whether straight- 
line methods of depreciation aid management in 
successfully achieving the above objectives. Certain- 
ly a case can be made that information for decisions 
(1) and (2) above are accomplished by straight- 
line depreciation methods. 

From a management standpoint, it is questionable 
whether straight-line depreciation aids management 
to the fullest extent in regard to decisions (3), (4), 
and (5). Management must be concerned with 
whether or not to invest in particular assets based 
on how profitable these assets will be in terms of 
increased revenues. Thus an effectual case can be 
built up to the effect that depreciation accounting 
should to some degree reflect decrease in service 
usefulness. 

Fixed assets are more useful in early years than 
in later years. This can be demonstrated by an 
analogy to the purchase of a motor. Thus if a motor 
with a life of four years was purchased by A and 
B who shared the cost equally with the understand- 
ing that A use the motor the first two years and 
B the last two years, A would obviously have the 
advantage since the motor is much more efficient 
in early years than in later years. There can be little 
argument over the logic of the aforementioned 
example albeit a sound maintenance policy may 
improve the service efficiency of the latter two 
years. The question of accounting for maintenance, 
however, is outside the realm of depreciation ac- 
counting except insofar as it prolongs the useful 
life. Even with superior maintenance, a loss of serv- 
ice usefulness often occurs. 

The general idea of using depreciation accounting 
to better reflect the loss of service usefulness, thus 
improving the utility of depreciation accounting as 
a decision-making base, was apparently recognized 
by the United States Steel Corporation when it re- 
vised its depreciation accounting in 1948. James L. 
Dohr, CPA, states: “In adopting what is called ‘ac- 
celerated’ depreciation with respect to postwar fa- 
cilities, the company indicated that the procedure 





2 Eugene L. Grant and Paul T. Norton, Depreciation «New York: The 
Ronald Press Company, 1949), pp. 3-4. 
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was applicable ‘in the first few years of their lives 
when the economic usefulness is greatest.’ ’’* 


HISTORY OF ACCELERATED DEPRECIATION 

Accelerated depreciation was first introduced to 
corporate accounting as a result of the Revenue Act 
of 1916. The reason behind the adoption of this de- 
vice appears to have been principally to obtain a 
more equitable definition of taxable income. The 
reasoning was that since much of the munitions 
profits at that time were a result of foreign con- 
tracts of a temporary nature, some attempt should 
be made to offset these high profits with greater 
depreciation, particularly since many assets were 
acquired by expansion of the industry. This policy 
was discontinued after 1923. 


Again in World War II, Congress saw the need 
for some method of accelerating depreciation 
charges. The primary justification behind the use of 
accelerated methods appears to have been to ex- 
pedite the expansion of existing facilities for war 
production. Lewis H. Kimmel states: 


Unless the cost of special facilities could be recov- 
ered during the period of their use, the participation of 
private capital was certain to be very small. Among the 
factors making private capital hesitant were: (1) “the 
stringency with which the existing revenue laws treated 
facility costs in computing income; and (2) the prospect 
of greatly increased rates of taxation.” 4 

To meet the above problem, Congress authorized 
the Second Revenue Act of 1940 which permitted 
amortization of special facilities over a period of 
60 months, provided these facilities were deemed 


necessary to national defense. 


After World War II, this policy of the government 
was criticized in respect to the amortization of 
emergency facilities. A conflict arose over the pro- 
priety of using the emergency amortization acquired 
under certificates of necessity to reduce book values 
as opposed to merely utilizing these charges for 
taxation purposes. A large number of companies 
made no distinction, with the result that the finan- 
cial statements of these companies were unrealistic. 
In 1946, the Committee on Accounting Procedure 
of the American Institute of Certified Public Ac- 
countants issued Bulletin No. 27 on ‘Emergency 
Facilities.” The committee took issue with the above 
practice and recommended the restoration of proper 
charges and the continued depreciation of properties 
still in active use. 

In 1954, Congress passed the Internal Revenue 
Code of 1954 which recognized for tax purposes 
certain methods of accelerated depreciation there- 
tofore advocated only in theory. The recognized 
methods expounded in the 1954 Code are as follows: 





3 James L. Dohr. CPA, “‘The Next Step in Depreciation Accounting,” 
“The Jeurnal of Accountancy, Feoruary, 1950, p. A-23. 

4 Lewis H. Kimmel, Depreciation Policy and Postwar Expansion 
(Washington: The Brookings Institution, 1946), p. 31. 
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1. The straight-line method 

2. The declining balance method, using a rate not exceed- 
ing twice the rate which would have been used had the 
annual allowance been computed under the method 
described in paragraph (1) 

3. The sum of the years-digit method 

4. Any other consistent method productive of an annual 
allowance which, when added to all allowances for the 
period commencing with the taxpayer’s use of the 
property and including the taxable year, does not, 
during the first two-thirds of the useful life of the 
property, exceed the total of such allowances which 
would have been used had such allowances been com- 
puted under the method described in paragraph (2). 


The above liberalized tax provisions focused re- 
newed attention on accelerated depreciation meth- 
ods. Many companies which had been reluctant to 
utilize any method for book purposes which was not 
recognized for tax purposes began to consider seri- 
ously the merits of the accelerated methods. 


REASONS FOR USING ACCELERATED 
DEPRECIATION 

The reasons advocated for the use of accelerated 
depreciation are many and varied. Hence the rea- 
sons or advantages enumerated in this section 
facilitate comprehension if they are listed and brief- 
ly discussed in outline form. Therefore the following 
are the principal reasons advocated for using ac- 
celerated methods: 

1. The fact that accelerated practices serve to 
better provide for the decline in service use- 
fulness. The reasoning behind this advantage 
was substantially commented on earlier and 
hence will not be repeated here. 

2. Accelerated depreciation causes a more real- 
istic apportionment of all costs associated with 
fixed assets since depreciation charges and 
maintenance costs are more nearly matched. 
Thus the total costs associated with a given 
asset are more nearly equalized over its useful 
life, since in the early years low maintenance 
costs are matched by high depreciation charges 
and in the latter years lower depreciation 
charges are matched with higher maintenance 
costs. This has been the most publicized and 
traditionally quoted reason for using acceler- 
ated depreciation. This method is of doubtful 
validity. Many accountants believe that while 
it may be good theory, it is more likely that 
maintenance costs will not increase as rapidly 
as depreciation costs decrease and that it 
would thus seem better to create two reserves: 
one for depreciation and one for repairs. 

3. Accelerated depreciation affords greater sim- 
plicity and convenience in application. This is 
particularly true with the declining balance 
method in relation to group depreciation. This 
is a relatively unimportant advantage and, in 
the opinion of this writer, a poor excuse for 
adoption in the absence of other criteria. 

4. The use of accelerated depreciation affords a 
more realistic matching of current revenue 
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against current cost. In this connection, Fin- 
ney and Miller state: 

Since management cannot foresee the condi- 
tions which will exist during the entire physical 
life of a fixed asset, its decisions regarding the 
advisability of making large capital expenditures 
are often determined by the prospects of eco- 
nomic usefulness during a much shorter period; 
immediate prospects of profits may warrant 
taking a chance with respect to later periods; 
larger depreciation charges should be made in the 
earlier periods than in the later ones, because the 
expenditures were made with these early periods 
in mind.5 

Not only does the above aid in matching cur- 
rent revenue against current costs but also 
eases the problem of attempting to predict ob- 
solescence so closely. 

5. Accelerated depreciation aids in alleviating the 
problems associated with changing price 
levels. In a period of steadily rising prices as 
the economy is presently experiencing, accel- 
erated depreciation is analogous to the LIFO 
inventory method in that inflated current rev- 
enues are matched with higher current costs. 
The advantage of this approach over some 
form of replacement cost is stated thusly: 

Accelerated depreciation escapes the criti- 
cism that has been leveled against most other 
plans seeking to alleviate the problem of depreci- 
ation under changing price levels. It is based 
upon cost, and the amount which can be charged 
against revenues cannot exceed the cost of the 
asset. A firm base is thereby provided for the 
charging of depreciation.® 

This writer believes that there is merit in the 
above contention since tax relief is available 
to the firm in early years. The firm is there- 
fore able to recover the greater part of its 
plant investment before the effects of infla- 
tion become too pronounced. 

6. Reducing-charge methods are supported as 
conservative approaches to the cost allotment 
problem. This writer is not impressed by the 
conservative argument but it is interesting to 
note that it is the only advantage attributed 
to accelerated depreciation by Paton in the 
Accountant’s Handbook. 


CONCLUSIONS 

The accounting profession has been somewhat 
hesitant in recognizing the inadequacy of straight- 
line depreciation policies. In fact for years the pro- 
fession defended, perhaps arbitrarily in some cases, 
straight-line methods. The bulwark of this defense 
appears to have been principally complacency 
backed up by highly practical argument that acceler- 
ated methods were not allowable for tax purposes. 
The liberalization of the 1954 Internal Revenue 





5 H. A. Finney and Herbert E. Miller, Principles of Accounting, In- 
— (Englewood Cliffs, New Jersey: Prentice-Hall, Inc., 10951), 
p. 446. 

6 National Industrial Conference Board, Effects of Depreciation Policy, 
(New York: National Industrial Conference Board, 1950), Studies in Busi- 
ness Economics, No. 22, p. 21. 
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Code in regard to depreciation practices has focused 
renewed attention to the advantages of accelerated 
depreciation. Despite renewed pressure from man- 
agement, however, many accountants have not 
thoroughly considered the advantages accuring from 
accelerated depreciation. It is the recommendation 
of this writer that accelerated depreciation should 
be brought more into the limelight and thereby ex- 
amined by all concerned. In the opinion of this 
writer new disciples of accelerated depreciation may 
well result from such a move. The death knell may 
have been sounded in regard to straight-line methods 
albeit it may take years for such an evolutionary 
process to take place. 

In summary, this writer would like to present six 
criteria against which the use of accelerated de- 
preciation can be tested. These rules were formu- 
lated by George D. Bailey, CPA, Partner, on 
Niven, Bailey & Smart: 


1. Accelerated depreciation must be related to use; in 
other words, the depreciation should start after prop- 
erty is in use. 

The period selected for acceleration must be one rea- 

sonably related to the management decisions involved 

in the purchase, and must have some fair relation to 
the economic risks or expectations as well. 

. The aggregate depreciation including the acceleration 
must be a sensible one, over-all. 

. Sor - depreciation must be taken over the full period 
of c.+.2ted usefulness. 

. Dep¥e’ iation must be based on cost. 

. The policy once adopted should be continued from year 
to year. It should be reduced to writing and stockhold- 
- and others fully advised of the charge and its 
effect. 


The above are not necessarily exhaustive but form 
an excellent foundation upon which to base a critical 
evaluation of the propriety of accelerated deprecia- 
tion. 


. 


an »; Ww 





7 George D. Bailey, ‘“‘Accelerated Depreciation: Criteria for Its Use," 
The Journal of Accountancy, November, 1949, p. 376. 
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THE EARLY RECORD OF A MODERN ADMINISTRATIVE DILEMMA‘ 


PART I 


re 


by William G. Scott 


In Part I, which appeared in the December 1959 issue of the Atlanta Economic Review, the author dis- 
oussed changes in management’s ideologies that have taken place as society’s social and cultural structure 
has undergone innovations. Management as viewed by technical writers was presented. 


THE NOVELISTS 


The Hero-Manager’ 


For good or bad, the hero in fiction from 1900 
to around 1930 makes things happen. Most typically, 
the hero is an owner-manager. As such, he resides 
on the top level of the organization structure. The 
activities of the hero are often morally and legally 
wrong. Yet, the most reprehensible of actions are 
rationalized by the hero as the “ways of business.” 

The hero’s motives are hard to determine, but it 
might be suggested that they are money and power. 
The hero is a man of great drive, an opportunist. 
He is a believer in laissez-faire, a doctrine of the in- 
dividualistic ethic. The hero is not an ordinary man. 
Often he is exaggerated to seem superhuman. This 
profile draws the outline of the hero-manager. A 
closer look at his philosophy and life is instructive. 

Individualism and Conformity. Frank Cowper- 
wood and Curtis Jadwin are outstanding examples 
of the individualistic hero-manager. Ruthlessness 
gave these men power. Cowperwood wanted wealth 
and power from speculation. Jadwin’s motives were 
more subtle. He wanted wealth and power but he 
also wanted to “play the game” of speculation. Suc- 
cess provided Cowperwood with the chance to make 
more money, to become a transportation magnate. 
Jadwin used success to put himself in judgment over 
others. 

The subject of conformity might at first seem 
superfluous because of the strength of the individ- 
ualistic spirit among the hero-managers. Of course 
the early hero-managers conformed, but conformity 
was not a way of life. In a business and even a so- 
cial sense, the hero-manager did just about what he 
wanted. Limitations were there, naturally. Lip serv- 
ice had to be given to the minimum legal restrictions 
on business, and some deference had to be paid to 
the influence hierarchy composed of persons more 
highly placed politically and financially. The key to 
understanding the hero-manager’s conformity was 





*Renrinted from The Journal of the Academy of Management, Vol. II, 
No. 2, August, 1959. The article was prepared under a research grant from 
the Burezu of Business and Economic Research, Georgia State College of 
Business Administration. 

1 This composite is drawn from the heroes of the following novels: 
Prank Norris, The Pit—Curtis Jadwin; Theodore Dreiser, The Financier 
and The Titan—Frank Cowperwood; Upton Sinclair, The Jungle—‘‘meat 
packers’; Upton Sinclair, Oil—the elder Ross; F. Scott Fitzgerald, The 
Great Gatsby—Jay Gatsby. 


2 A famous exception was Sinclair Lewis’ Babbitt. 
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its pragmatism. When it paid to conform to the con- 
ditions of one’s environment, the rule was to con- 
form; when conformity no longer served a purpose, 
it was to be discarded. 

There is still another aspect of conformity— 
organization. But even conforming to organizational 
patterns did not bother the hero-manager much. The 
novelists of this period write almost exclusively 
about the man at the top of the organization. In a 
very real way, the organization is this man. It is a 
thing of his own design. It has his character and his 
objectives, and its survival is intimately connected 
with his own survival. Contrary to modern hero- 
managers, their older counterparts ran the organiza- 
tion and were not run by it. 

Much more could be said about the early hero- 
manager. His wife and mistresses, his home life, and 
his relation to the artistic world are interesting. 
These subjects have to be overlooked and the moral 
of the novelists’ story arrived at quickly. 

The Futility of Individualism. Dreiser, Norris, Sin- 
clair, and Lewis agree that the age of the individual- 
ist is finished. Dreiser, for example, did not see how 
a person alone could withstand the force of the mass. 
In both The Financier and The Titan, Cowperwood 
was defeated by the combined efforts of others. The 
same kind of defeat was experienced by Jadwin and 
the elder Ross. The central theme of these novels 
rests in the belief that the individualistic hero- 
manager is archaic. Individualists like Cowperwood 
and Jadwin are dead but they do not know it. 


“They” Replaces the Hero-manager 


The fiction of management in the 1930’s can be 
dissected swiftly. A strange thing happened to the 
hero-manager in this decade. He vanished. To be 
more exact, he vanished as a personality. No longer 
are strong-minded characters like Cowperwood and 
Jadwin found doing things. Instead “they” do 
things. “They” are tools of a system. “They” are 
the hatchet men of the capitalistic monster. 


Nathanael West gives a devastating appraisal, 
not so much of management, but of the “system.” 
In A Cool Million, the hero, Lemuel Petkin, sets out 
on an Horatio Alger-like quest to become a captain 
of industry. His mottoes follow a true line of in- 
dividualistic symbolism, including “free enterprise” 
and “the capitalistic spirit.” 
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Hero Petkin is literally dismembered during his 
adventures by “forces beyond his control.” At the 
end he is assassinated by the Bolshevists. Ironically, 
Petkin is made the hero of a fascist movement 
which takes the United States over because he be- 
lieved in free enterprise and the capitalistic spirit. 

Nathanael West, of course, satirizes the individ- 
ualistic ethic. In many ways, A Cool Million is a 
microcosm which reflects the sentiments of better 
known authors. They show the individualistic ethic 
being perverted by the powerful and unscrupulous 
to dupe the simple-minded adherents of a dead 
ideology. 

The significant.novels of the time like Steinbeck’s 
The Grapes of Wrath are not stories of managers 
but of corporate machines in which managers are 
only vaguely defined. This was a decade of prole- 
tarian fiction. The manager is disembodied by this 
literary tenor. He does not appear as a personality 
again until after 1940. 

The novelists reacted violently against the in- 
dividualistic ethic. To them, this ethic was falling 
apart because of its peculiar lack of social con- 
sciousness. The mass was powerful and could no 
longer be denied. Social solidarity meant the brother- 
hood of man and the end of exploitation. The basis 
of this new order for many novelists was Marxian 
socialism. 

The strength of the novelists’ position against the 
individualistic ethic might cloud their similiarity 
to the technical writers. Actually, these two groups 
of authors had much in common through their rec- 
ognition of the need to generate social solidarity. 
The methods suggested by the novelists might be 
more radical than those developed by the technical 
writers, but the objective of the two groups was 
similar — promotion of social solidarity through a 
social ethic. 


The following part sheds more light on the dilem- 
ma from the standpoint of non-fiction social criti- 
cism. 


THE CRITICS 


Social Consciousness 

The theological question of the social conscious- 
ness movement was: “What is the point of individual 
salvation if we are to perish as a society?” Both 
Protestant and Catholic groups of this period set 
their sights on social rejuvenation. A large portion 
of the attention of these movements was directed 
toward the moral behavior of businessmen. The 
purely acquisitive, materialistic, individualistic 
quests of men in business had to be tempered by a 
notion of the social good. Like the novelists and the 
technical writers, the critics sought a change in the 
values governing the business world. 

The Protestant movement was centered in the 
“social gospel.” The Catholics found inspiration for 
social rebirth in Pope Leo XIII’s social encyclical 
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Rerun Novarum. Although much was written by 
people who followed this movement, there were few 
references to their writings in technical and fic- 
tional literature. 

This was not too strange, though—the realization 
of the mutuality of interests concept through scien- 
tific management precluded the pioneers in this 
field from placing the social consciousness of man- 
agers on a theological base, with its emphasis on the 
individualistic ethic. The novelists of social reform, 
like Upton Sinclair, were enchanted with the Marx- 
ian thesis of social revolution and, because this thesis 
was atheistic in nature, the role of theology in revo- 
lution was excluded. 


Diversity in Unity 

John Dewey, Charles A. Beard, and Oliver Wen- 
dell Holmes, Jr., stated the social consciousness 
question in terms of social philosophy, an economic 
interpretation of history, and jurisprudence. Metz- 
ger summarized well the disenchantment of these 
men with the individualistic ethic: 

. . . these leaders of progressivism tried to disentangle 
the concept of diversity from the imperative of laissez- 
faire, the ethic of self-assertion, the whole emphasis on 
economic individualism. . .. They reaffirmed certain 
fundamental notions of diversity, the clash and play 
of diverse minds and of creative self-expression. But 
every individual act ... is social in origin, public in 
nature, community-wide in effects. 

This, in capsule form, was a statement of a social 
philosophy which has wide acceptance. The in- 
dividualistic ethic with its economic implications 
was discarded. Substituted was a view of man in his 
totality. Diversity in unity treated man as an in- 
dividual but also as a responsible member of so- 
ciety. It was a philosophy of social consciousness 
reacting against unrestrained individualism. 


The Elite 


The elite may be defined as the “flower” of so- 
ciety. But an analysis of the managerial elite pre- 
sents some problems. A distinction has to be made 
between the elite and an elite class. It is question- 
able that a managerial elite class exists in America 
as a favored aristocracy. Beyond this, it has to be 
observed that management has not accepted a uni- 
fying doctrine or “philosophy.” This fact strongly 
militates against managerial class consciousness. 
From all of this the conclusion seems evident that 
while there is a managerial elite comprised of top- 
level decision-makers, there is not an elite class..- 

Literature about the elite has a venerable history. 
But beginning with Plato or Machiavelli would serve 
no purpose here. Early in this century Pareto stated 
some theories which later made a considerable im- 
pression on Elton Mayo in the 1930’s. 

Borrowing from Pareto, Mayo speaks of the ad- 





3 May Brodbeck, James Gray, and Walter Metzger, American Nen- 
Ficition 1900-50 (Chicago: Henry Regenery Company, 1952), p. 153. 
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ministrative elite and the “circulation” of this elite.‘ 
Mayo points out that while the administrative elite 
may be composed of able and well-qualified spe- 
cialists, these specialists lack a generalizing mind 
and the human understanding and the human skills 
necessary for a truly effective performance of their 
jobs. 

Ortega y Gasset pleads in his book The Revolt 
of the Masses for “noble direction” by an elite 
hierarchy. It is not difficult to see that Mayo is 
close to Ortega y Gasset in this regard. Of course, 
“noble direction” can occur within the context of 
any political system as long as there are enlightened 
people to perform the two sets of administrative 
skills mentioned earlier. 

The critics, as might be expected, lined up against 
the individualistic ethic and in favor of the social 
ethic. It is interesting to note that some critical 
writing had an artistocratic savor to it. The masses 
needed to be led. They had to be directed toward 
brotherhood by administrators who were good hu- 
man relations practitioners. 

The question of the elite class remained unan- 
swered in the 1930’s. No doubt a managerial elite 
class is repugnant to the tradition of the individual- 
istic ethic. Whether or not such a class exists is de- 
bated in contemporary literature. The place of an 
administrative elite in politics, the military, and 
business seen by contemporary writers (1940 to 
present) is a subject for another paper.® 


CONCLUSION 

The novelists, critics, and technical writers are 
united during the period covered by this paper 
through the common declaration that, unmodified, 
the nineteenth century version of the individualistic 
ethic had no place in the twentieth century indus- 
trial age. The recognition of a need for new manage- 
ment values is the basic similarity of the literature 
written in the first four decades of this century. 

The writers further agree that management val- 
ues should embrace some form of the social ethic. 
The social ethic is like a super-ideology from which 
flows more specific, operational ideologies of social 
reform. Thus, the technical writers interpreted the 
social ethic in terms of scientific management, hu- 
man relations, and the concept of the administrator. 

The social ethic to the novelists meant a vital 





@ According to Pareto, history is a graveyard of aristocracies. The 
elite in every society tends to circulate; that is, true vitality of leadership 
results from replacing the established hierarchy by people who are able 
to maintain social equilibrium. Mayo observed that perhaps this circula- 
tion has broken down. The elite (1933) may not be in the process of change 
with the “old cuard” of private and governmental executives in which 
the new elite of administrators are more adequately equipped to preserve 
the balance of social relationships. Elton Mayo, The Human Problems of 
an Indastrial Civilization (Boston: Harvard University, Division of Re- 
search, Graduate School of Business Administration, 1946, Reprint, original 
oublished 1933), Chapter VIII. 

5 The more contemporary area of criticism has been greatly expanded 
by such writers as James Burnham, The Manageriai Revolution; William 
H. Whyte, Jr., The Organization Man; C. Wright Mills, The Power Elite; 
Peter Drucker, The New Society; and C. Northcote Parkinson, Parkinson’s 
Law. 
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substitute for the futile twentieth century individ- 
ualism. Some novelists of social reform, like the 
propagandist Upton Sinclair, visualized Marxian 
socialism as a gigantic human relations program 
designed to achieve social solidarity. 

The specific ideologies of the social ethic took a 
number of forms in critical writing. The social gos- 
pel, the philosophy of co-operativism in Rerum 
Novarum, diversity in unity, and the elite are all 
examples of the critical approach to the problem of 
human collaboration in an industrial civilization. 

A pure ethic of individualism cannot be relied 
upon to solve the problems of an age characterized 
by human proximity, and interdependency appears 
to be the dominant theme in the literature of the 
period under analysis. The social ethic was con- 
sidered by the writers as the more realistic value 
system to which management should subscribe. 

Of course the extent to which writers inclined 
toward the social ethic, as compared to the individ- 
ualistic ethic, was a matter of degree. For example, 
the novelists and critics were most violently op- 
posed to the individualistic ethic and most ardent in 
their support of the social ethic. The technical 
writers seem to be more intent on discovering a 
middle ground between the social ethic and the in- 
dividualistic ethic. Scientfic management, later 
coupled with the concept of the administrator, was 
something of a compromise between the two ethics.® 

The basic dilemma was still not solved, however, 
to everyone’s satisfaction. While the writers seemed 
to agree on the goal—human collaboration engen- 
dered by a social ethic—there was little literary 
consensus on means. The implicit problem was what 
specific aspect of the social ethic will best allow us 
to achieve the goal of social solidarity? 

Today, the literary struggle in regard to means 
for gaining social solidarity continues. But the ap- 
propriateness of this goal itself is also being ques- 
tioned. During the last ten years, writers have been 
battling for and against either the social ethic or the 
individualistic ethic. So the modern controversy has 
developed several dimensions. It is doubtful that any 
particular ideological advocate will win a clear 
victory. 

Contemporary authors can at least derive some 
dubious satisfaction from knowing that earlier man- 
agement writers wrestled with similiar problems. 
These “pioneer” writers sharpened the outline of 
what some call “the modern manager’s predica- 
ment.” It is concisely put on the dust cover of Wil- 
liam H. Whyte’s book The Organization Man, “The 
clash between the individualistic beliefs he is sup- 
posed to follow and the collective life he actually 
lives—and his search for a faith to bridge the gap.” 





6 Some contemporary exponents of human relations would say that 
their ideology provides an adequate reconciliation of the individualistic 
and collectivistic propensities in man’s nature. 
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THE SOUTHEASTERN CORNER | 


by 
Warren A. Walker 


AN ANALYSIS OF ALABAMA’S LABOR SUPPLY 


As indicated last month, this article will be de- 
voted to an analysis of the labor supply of Alabama. 
Like the articles for the preceeding two months, the 
data utilized are from the Alabama Business Re- 
search Council, and the School of Commerce and 
Business Administration of the University of Ala- 
bama. Their joint publication, Skills for Progress 
provided the figures on the labor force utilized in 
this particular article. 

The study actually had two objectives: first, to 
determine, on a current basis, the level of training 
and education of the labor force, and second, to 
examine the probable personnel needs of Alabama 
business and industry in the future, the latter 
having a target date of five years. 


It should be noted that this survey was not intend- 
ed to be a comprehensive analysis, but rather a set 
of generalizations drawn from a sample of a limited 
number of firms. Therefore, the figures should not 
be regarded as necessarily representative, although 
they do cover a wide variety of business enterprises 
both in regard to size and type of activity. 


MANAGEMENT PERSONNEL 


The first part of the survey was concerned with 
management personnel. Its purpose was to profile 
the-e men through such questions as place of birth, 
place and extent of education, and to get manage- 
ment personnel’s own evaluation of the adequacy of 
their educational background. 


In order to provide some basis of subdivision for 
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the statistical material, the general heading of 
MANAGEMENT was broken down into TOP MAN- 
AGEMENT, MIDDLE MANAGEMENT, SUPER- 
VISORS, and the PROFESSIONAL-TECHNICAL 
groups. The businesses surveyed were broken down 
into HEAVY INDUSTRY, LIGHT INDUSTRY, 
and FINANCIAL ORGANIZATIONS. 


MIGRATION OF MANAGEMENT 

One feature of this survey especially noteworthy 
is the fact that management personnel, and par- 
ticularly top-management personnel, are character- 
ized by a relatively high degree of mobility. Actu- 
ally it is more accurate to say that the men who 
become top-management personnel are quite mobile 
during their early business careers. 

According to the survey, 74 per cent of all top- 
management personnel in the sample were born out- 
side Alabama. Seventy per cent of these same men 
were educated outside Alabama. More than 33 per 
cent not only were neither born nor educated in 
Alabama, but were not born nor educated anywhere 
in the South. 

As might be expected, these men were substan- 
tially above the national median in educational 
level, with almost 70 per cent having had either 
some college, a college degree, or a college degree 
plus graduate studies to their credit. Of those whose 
education included at least a small amount of college, 
about 75 per cent stated that all or part of the ex- 
pense of their higher education had been paid for 
from their own earnings. 
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It is also interesting to note that this migratory 
factor varies inversely with the level of manage- 
ment. That is to say, in general, a higher percent- 
age of middle management was locally born and lo- 
cally educated than was top management, and a 
higher percentage of supervisors was locally born 
and educated than were those of the middle- 
management classification. 


As indicated earlier these figures were drawn 
from a relatively small sample and should not be 
considered necessarily indicative of the pattern of 
all Alabama business enterprises. 


PROMOTION POLICIES 


The second part of this survey was an inquiry into 
those characteristics which management thought 
desirable when considering a subordinate for pro- 
motion. 


It is interesting to note that at no level of man- 
agement was JOB COMPETENCE considered of 
major importance when considering a person for 
promotion. Only 17 per cent of the supervisors con- 
sidered this factor of greatest importance, and 
slightly less than 10 per cent of top management 
considered the factor of greatest importance. 


This was in marked contrast to these same in- 
dividuals’ evaluation of their own qualifications in 
which more than 31 per cent of the supervisors and 
slightly more than 39 per cent of top management 
considered job competence of the highest im- 
portance. 


In the other factors that were evaluated such as 
PERSONAL COMPETENCE, TEAMWORK and 
LEADERSHIP, this same type of inverse relation- 
ship tended to appear when each level of manage- 
ment compared their own qualifications to the 
qualifications of others. 


There are various explanations of this curious 
relationship, none of which fully answers all the 
questions that are raised. It is a matter worthy of a 
detailed study wherein a vastly larger sample could 
be utilized than was possible in this analysis. 


PRODUCTION PERSONNEL 


The emphasis of this portion of the study was on 
education and its relationship to such factors as 
stability of employment, job tenure, degree of skill 
and other related matters. 

As in the case of management, the personnel in- 
volved was broken down into groups so that pat- 
terns at various levels could be distinguished. In 
this instance the classifications were called 
SKILLED, SEMI-SKILLED, and UNSKILLED. 

This survey found that of their sample, newer 
employees of the skilled group had a higher level 
of education than did older employees. This is, of 
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course, in line with national trends of a gradually 
rising average level of education. 

In answer to the question of whether the level 
of education has any relationship to the length of 
service with a particular firm it was found that 
there was a substantial degree of correlation. 

In a tabulation of employees having more than 
twenty-five years of service with an individual com- 
pany it was found that more than 57 per cent had 
completed the tenth grade or higher while only one 
third had less than a ninth grade education. This is 
rather striking when it is considered that at the time 
these individuals entered the work force the aver- 
age production worker had no high school education 
at all. 

Assuming that this is a valid correlation, two 
alternatives suggest themselves in explanation of 
this distribution. The first is that education tends to 
produce an individual of more stable habits. The 
second is that the educated individual is a more 
satisfactory employee and consequently is more 
likely to be retained by the company. 

The writer has qualified the conclusion in the 
paragraph above, because it has been suggested 
that union policy and not managerial decisions de- 
termine the retention of workers at the production 
level. The data furnished in this report are not suf- 
ficient to determine the relative importance of this 
factor in the sample under consideration. 


SHORTAGE OF SKILLS 


The material in this survey indicates that Ala- 
bama industry does not have a really serious short- 
age of skills at the present time. Those shortages 
that do exist are for the most part at relatively 
higher levels rather than at the production level, 
even at the skilled production level. 

Management has indicated that its greatest need 
both at the present time and in the next five years 
is in management itself. This was closely followed 
by other position classifications which would re- 
quire a college level education such as professional 
staff workers, engineers, and high-level technicians. 


SOME ADDITIONAL CONCLUSIONS 


Some additional conclusions may be drawn from 
this survey that do not appear from an analysis of 
individual portions. One of these is that the popula- 
tion potential of the state appears to be equal to 
the requirements for additional personnel in busi- 
ness and industry even on a relatively long-term 
basis. 

A second conclusion is that the present system 
of public education in Alabama is sufficient to meet 
the training of this personnel at all levels from un- 
skilled through professional and managerial if it 
continues to receive adaquate financial support and 
administration. 
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December, 1959 
% Ch ; 
ITEM December November % December % si Months ' 
1959 1959 Change 1958 Change | — : 
EMPLOYMENT | | 
Job Insurance (Unemployment) | 
EEE, $672,661 $614,920 + 9.4 $502,519 +33.8 -36.0 
Job Insurance Claimantst__-_-_-- | 8,078 — 9,179 ats | 8,334 a 3.3 —32.7* 
| 
Total Non-Ag. Employment-_-_----- | 360,900 ,  355,650r + 1.5 |  350,400r + 3.0 + 3.7* 
Manufacturing Employment _----- 82,100 | 81,050r + 1.3 | 83,350r — 15 + 4.1* 
Average Weekly Earnings, | 
Factory Workers _-.---------- $77.81 | $77.42 + 0.5 $83.82 — 7.2 + 5.3* 
Average Weekly Hours, | 
Factory Workers __..--------- 39.1 39.7 — 1.5 Al.7r — 6.2 + 0.8* 
Index of Help Wanted Ads 
(Seasonally adjusted, 1947-49 
PNG. HNO) ooo oe econ 165.8 169.1 — 2.0 133.9 +23.8 +-50.0 
a 
CONSTRUCTION oY q 
Number of Building Permits§____- 420 590 —28.8 389 + 7.9 + 48 
Value of Building Permits -—---- | $3,392,952 |$10,327,777 —67.1 | $15,617,850 ~78.3 + 5.2 
Caypeyees ....-..........-..-- 23,050 23,550r «- $3 21,800r + 57 +12.8* 
| 
FINANCIALA 
Bank Debits (Millions) ---------- |  $2.267.3 $1,899.6 | +19.4 $1,985.7 +14.2 +13.9 ‘fT. 
Bank Deposits (Millions) -_-_----- | $1,290.9 | $1,280.1 | +08 |  $1,289.3 + 0.2 + 6.1** 
OTHER | 
Department Store Sales Index___- 176 178r — 1.2 163r + 8.0 + 5.8!) 
Retail Food Price Index_--_------ | 114.2 114.3 0.0 115.7 | — 13 — 1.9** 
Number of Telephones in 360,646 | 357,343 + 09 322,948 | 9 +117 4 g.7** 
a | 
Consumer Price Index __-__------ 126.4 | 126.0 + 0.3 124.4 + 1.6 + 0.7** 
| 














r—Revised *Average month **End of period S—Based on retail dollar amounts 
$City of Atlanta only. N. A.—Not Available AData from members of the Federal Reserve System only. 


‘New series. Covers unemployed Federal employees and unemployed veterans in addition to those covered by Georgia law. Claimants include 
both the unemployed and those with job attachments but working short hours. 


Sources: All data on employment, unemployment, hours, and earnings: Employment Security Agency, Georgia Department of Labor; Number 
Help Wanted Ads: Atlanta Newspapers, Inc.; Building permits data: Office of the Building Inspector, Atlanta, Georgia; Financial data: @) 
Board of Governors, Federal Reserve System; Postal data: Atlanta Post Office; Retail Food Price Index: U. S. Department of Labor; a 
Department Store Sales Index: Federal Reserve Bank of Atlanta and Board of Governors, Federal Reserve System: Telephones in 
Service: Southern Bell Telephone and Telegraph Company. 2 
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ATLANTA BUSINESS ACTIVITY 


Indications are that as of December the Atlanta 
area had fully recovered from the setbacks oc- 
casioned by the recent nationwide steei strike. 
Manufacturing employment, the hardest hit dur- 
ing the strike months due to the auto layoffs, gained 
1,050 workers in December to bring it back to a re- 
spectable level of 82,100 workers. However, this 
figure is still somewhat lower than »c¢-' of the 
other months in 1959, which averaged 84.854 work- 
ers. In addition, manufacturing employment is the 
only major group which failed to show an over- 
the-year gain in December, having been 1.5 per cent 


lower than the same month in 1958. Despite this 


weak finish, employment in manufacturing, due to 
stronger earlier months, on the average was 4.1 
per cent higher than in 1958. 


Total nonagricultural employment, which had its 
familiar upward trend interrupted in November, got 
back on its normal path of growth in December and 
reached another all-time high of 360,900 workers. 
This represents the tenth time in twelve months 
that non-farm employment has set a record. Vir- 
tually all of the December increase was in trans- 
portation equipment. There were some offsetting 
losses, however, as contract construction dropped 
500 workers while chemicals and allied products, 
bakery products, and fabricated metal products 
together accounted for another 250 worker reduc- 
tion. 


As was expected unemployment improved dur- 
ing December. The month’s total of 16,700 is some 
600 less than the previous month, and the situation 
is probably better than the figures revea] due to 
additional workers who were recalled after the mid- 
month estimates were made. 


Unfortunately, it is not expected that these 
healthy increases in employment will continue 
through the months of January and February. Ac- 
cording to the Georgia Employment Service, total 
employment in the Atlanta area probably will take 
a post-Christmas dip due to a rm iuction in the 
staffs of retail] stores and other reactions in post 
offices as well as continued losses in construction 


February 1960 


employment and aircraft manufacturing. On the 
brighter side, these losses should be somewhat off- 
set by additional recalls in the auto plants and 
scattered employment occasioned by the conven- 
ing of the Georgia General Assembly. 


Spending in the Atlanta area held true to form 
by reaching a new record height in December. 
Bank debits, the best indicator of this spending, 
totaled $2,267,300,000 for the month, which rep- 
resented a surprising 19.4 per cent increase over 
November and about 14 per cent over the same 
month of 1958. On the average, in 1959 bank debits 
were at a 13.9 per cent higher level than in 1958. 

Bank deposits were also running well above last 
year. December’s total of $1,290,900,000 was the 
second highest level ever attained, the other record 
being in August of 1959 when they totaled $1,292,- 
200,000. 


Christmas shopping was heavier in 1959 than in 
1958 as indicated by the 8 per cent increase in the 
department store sales index. On the other hand, 
sales were seasonally lower than in November, a 
possible indication that Christmas shopping was be- 
ing done a little earlier in 1959 than in 1958. Despite 
the seasonal drop, department store sales in De- 
cember were sufficient to push the year nearly 6 
per cent ahead of 1958. 


December saw construction take its usual season- 
al plunge. Even though the number of building per- 
mits dropped 28.8 per cent over November, the 420 
permits was actually the highest December figure 
since 1957. Building permits historically are low at 
year’s end, recover strongly in the first quarter, 
fluctuate erratically on a high level during the mid- 
dle months, then start a sharp decline during win- 
ter months. The value of building permits general- 
ly follows the same pattern, but December’s figure 
of $3,392,952 marked the lowest point in over three 
years for this series. This could well be an ominous 
sign in what has been a construction “explosion” 
in the Atlanta area since the end of World War II. 


; J.R.O. 
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Research Studies Available 


RESEARCH PAPER NUMBER 15 


The Impact of Georgia Ports Upon the Economy of 
the State 
... by Jack Blicksilver and Mary H. Bowdoin 
61 + v pp., 814 x 11 in. 


This study is an examination of the benefits de- 
rived by local port areas and the state as a whole 
from trade through Georgia ports. The effect on 
local economies (particularly the Savannah area) 
is measured in terms of employment, wages, and 
local tax receipts generated by port-oriented activi- 
ties. The impact on the state-wide economy is 
measured by state tax revenue derived from port- 
connected activity and by the flow of commodities. 


RESEARCH PAPER NUMBER 14 


The Franchise System for Establishing Independent 
Retail Outlets 
... by David J. Schwartz 
26 pp., 814 x 11 in. 


BULLETIN NUMBER 6 
STUDIES IN BUSINESS AND ECONOMICS 


Recent Proxy Contests: A Study In Management- 
Stockholder Relations 
.... by Leland Carling Whetten 
80 + viii pp., 6 x 9 in. 


BULLETIN NUMBER 5 
STUDIES IN BUSINESS AND ECONOMICS 


Cotton Manufacturing in the Southeast, An His- 
torical Analysis 
. .. by Jack Blicksilver 
176 + viii pp., 6 x 9 in. 


BULLETIN NUMBER 4 
STUDIES IN BUSINESS AND ECONOMICS 


The Social Ethic in Management Literature 
... by William G. Scott 
116 + x pp., 6 x 9 in. 


BULLETIN NUMBER 3 
STUDIES IN BUSINESS AND ECONOMICS 


Advertising Appropriations Methods in Banking 
... by W. T. Tucker 

52 pp., 6 x 9 in. 

(Price $1.50 per copy plus 5 cents sales tax in Ga.) 


BULLETIN NUMBER 2 
STUDIES IN BUSINESS AND ECONOMICS 


Cumulative Voting for Directors: Its Origin and 
Significance 
... by Leland C. Whetten 
47 + viii pp., 6 x 9 in. 


For copies of the studies named above, send requests to the Bureau of Business and Economic Re- 
search, School of Business Administration of Georgia State College of Business Administration, 33 Gil- 
mer Street, S. E., Atlanta 3, Georgia. Single copies available without charge except for Bulletin Number 2 
as noted above. 
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